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It is a great honour for me to be invited to Brazil by the Universidade De 
Pernambuco, by Prof. Moises Diniz de Almeida, Director da UPE, Campus 
Petrolina to speak at this Fifth International Seminar on Bureaucratic 
Capitalism. | thank Prof. Moises, Faculty members of the University of 
Pernambuco, Campus Petrolina and other friends for this kind invitation. This 
invitation has given me the opportunity to visit Brazil again and stand before 
you today to share my thoughts with you about the Indian situation. 


The title of my paper is “Bureaucratic Capitalism and National Capitalism: 
The Indian Experience”. This paper is divided into two parts. The first part 
deals with the nature of Bureaucratic Capitalism and the second part with 
the nature of National Capitalism. The experience that we have in India has 
certain features some which could be common with other countries having 
similar historical developments while some could be specific to the Indian 
reality. Before going into the Indian reality, we propose to deal, however 
briefly, with the Chinese experience as explained by Mao Tse-tung. 


Bureaucratic Capitalism and National Capitalism in China 


Let us begin with the definition of ‘comprador’—originally a Portuguese word 
that was later introduced into the English vocabulary, thanks to the writings 
and activism of Marxist thinkers, revolutionaries and social scientists of 
countries across the world. A note at the end of the essay “Analysis of 
Classes in Chinese Society” written by Mao Tse-tung states: “A comprador, in 
the original sense of the word, was the Chinese manager or the Chinese 
senior employee in a foreign commercial establishment. The compradors 
served foreign economic interests and had close connection with imperialism 
and foreign capital”. A comprador has thus come to stand for a bourgeois 
who serves foreign capital and has its interests closely tied up with its 
interests. 


Comprador capitalism has often been identified with bureaucratic capitalism 
particularly in relation to Third World countries. Mao Tse-tung spoke of the 
Chinese compradors as the big bourgeoisie and of the national bourgeoisie 
as chiefly the middle bourgeoisie of China. Compradors emerged as ‘go- 


between-dalals’ or middlemen and brokers in countries which were either 
colonies under one imperialist power or semi-colonies under several 
imperialist powers. Compradors grew big by serving imperialist bourgeoisie 
as conditions in a colony or a semi-colony are detrimental to the growth of an 
independent national bourgeoisie. In his article “Analysis of Classes in 
Chinese Society”(1926), Mao stated that “In economically backward and 
semi-colonial China the landlord class and the comprador class are wholly 
appendages of the international bourgeoisie, depending upon imperialism for 
their survival and growth. These classes represent the most backward and 
most reactionary relations of production in China and hinder the 
development of her productive forces” .? 


This statement does not mean that the Chinese compradors were engaged 
exclusively in commerce and that they did not take part in industrial sphere. 
Speaking on the all-pervasive control of bureaucrat capital in pre-liberation 
China, Mao wrote on 25 December 1947 : 

“During their twenty-year rule, the four big families, Chiang(ChiangKai-shek), 
Soong(T.V.Soong), Kung(H.H.Kung) and Chen(Chen Li-fu), have piled up 
enormous fortunes valued at ten to twenty thousand million US dollars and 
monopolized the economic lifelines of the whole country. This monopoly 
capital, combined with state power, has become state-monopoly capitalism. 
This monopoly capitalism, closely tied up with foreign imperialism, the 
domestic landlord class and the old-type rich peasants, has become 
comprador, feudal, state-monopoly capitalism...This capital is popularly 
known in China as bureaucrat capital. This capitalist class, known as the 
bureaucrat-capitalist class, is the big bourgeoisie of China”?. What is called 
‘comprador capitalism’ has thus been defined as one whose interests, rise 
and growth are intertwined with imperialist capital, which serves foreign 
capital as its underling and which is tied up with feudal forces in the 
countryside. This comprador capitalism is not just trading or commercial 
capital, but also industrial capital. This comprador capitalism is also tied up 
with state power and thus assumes the form of state capitalism. It is this 
combination of comprador capitalism, feudal forces and the State 
subservient to and under the control of foreign capital that Mao called 
‘Bureaucratic capitalism’. These basic features are more or less common to 
underdeveloped countries--former colonies or semi-colonies, in many parts of 
the world. 


China’s early industrialization was mainly undertaken by compradors and the 
traditional members of the gentry, including high officials and traditional 
gentry-merchants. The Chinese comprador bourgeois combined its trading 
activities with his role as the builder of industries and entered such modern 
fields as steamship navigation, mining, milling and finally manufacturing. The 
task of operating the government-sponsored industrial enterprises was also 
entrusted to the comprador bourgeois because of its knowledge of handling 
modern business. And to run them, the compradors in turn relied on 


imperialist capital and foreign personnel’. It was this ‘unholy alliance’—the 
alliance of the imperialists, the comprador big bourgeoisie and the feudal 
class---that did not allow the potentialities of capitalist development to be 
realized and acted as a brake on the development of productive forces in 
China. 


In an article entitled “Some Experiences in our Party’s History” written in 
1956, Mao also made the following generalization. He stated: “In countries 
under imperialist oppression there are two kinds of bourgeoisie—the national 
and the comprador bourgeoisie. Do these two kinds of bourgeoisie exist in 
your countries? Probably,yes”?. 


What is Mao’s criterion for differentiating the comprador from the national 
bourgeois? It is the nature of the economic relationships with imperialist 
capital and its ties with domestic feudal interests. Soeaking of the comprador 
bourgeoisie he pointed out that it is “a class which directly serves the 
capitalists of the imperialist countries and is nurtured by them, countless ties 
link it closely with feudal forces in the countryside”®. The bourgeois in a 
colony or semi-colony, whether commercial or industrial or both, is a 
comprador if it serves imperialist capital directly and helps intensify 
imperialist economic and political aggression against its own country. 


The role of the national bourgeoisie, on the other hand, is not complimentary 
to that of the imperialist bourgeoisie. Despite its likely dependence on 
imperialist capital in some respects, e.g, capital goods and market, their 
interests are not intertwined. Its aspirations for independent development 
are often frustrated by imperialist and comprador bourgeoisie, the 
prevalence of feudal interests and policies of the state which mostly serves 
their interests. How did Mao define the national bourgeoisie? The national 
bourgeoisie is “a class with a dual character. On the one hand, it is 
oppressed by imperialism and fettered by feudalism and consequently is in 
contradiction with both of them. In this respect, it constitutes one of the 
revolutionary forces...But on the other hand, it lacks the courage to oppose 
imperialism and feudalism thoroughly because it is economically and 
politically flabby and still has economic ties with imperialism and feudalism... 
It follows...that at other times there is the danger of its following the 
comprador big bourgeoisie and acting as its accomplice in counter- 
revolution”’. With this preliminary discussion on the Chinese experience, let 
us now pass on to the Indian situation. 


Bureaucratic Capitalism in India 


It is generally known that British colonial rule in India destroyed much of the 
indigenous industry e.g. cotton weaving and spinning, iron, shipping etc. It 
shattered the old union between agriculture and industry and converted 
India primarily into a raw-material-supplying appendage to and a market for 


the British factory industry and secondarily into a market for export of 
capital. India’s external and internal trade came to be dominated by the 
imperialist British bourgeoisie. That was accompanied, on the one hand, by 
the decline of a section of the old independent merchants and, on the other, 
by the transformation/degeneration of the other section into a class of 
comprador merchants dependent for their growth on the foreign imperialist 
bourgeoisie. 


Here two important features should be kept in mind. First, industrial 
capitalism emerged and developed in India in conditions which were 
basically different from those in which it had developed in the West. It arose 
in a dependent country colonized by a foreign power and so was unable to 
develop along independent lines. Colonial rule transformed Indian economy 
into an appendage of the metropolitan economy of Britain. 


Second, in Britain, the appearance of industrial capitalism was preceded by 
struggles of new social classes against feudalism since the Wars of the Roses 
in the late 15" century, formation of the New Monarchy, dissolution of 
monastic lands and the rise of the landed class of the gentry with capitalist 
tendencies and the subsequent defeat of feudalism. In India, on the contrary, 
industrial capitalism grew not by defeating feudalism but by adjusting itself 
to it. In India, feudal princes like those of Baroda, Mysore, Indore and 
Tranvancore themselves set up factories and encouraged and helped 
industrialists in various ways. In Bengal also, at the beginning of the 20" 
century, zamindars(landlords) like M.C.Nandi, Brojendra Kishore Roy 
Choudhury, Bipradas Pal Choudhuri and others invested part of their money, 
procured from land, in indigenous enterprises. 


Thus industrial capitalism did not emerge in this country in the course of the 
normal evolution of industry as in the countries of the West. On the contrary, 
it was transplanted from an advanced capitalist country to a dependent 
feudal country to further the interests of the former. It is also evident that no 
social revolution or technological development in this country had prepared 
the way for its emergence. In fact, factory industry in India with its capital 
goods and technology developed elsewhere represents an importation, 
rather than an evolution. 


Compradors in India had handled different types of goods in different 
countries and periods according to the demands of their European masters. 
For instance, in the era of European merchant capital, Indian compradors in 
Surat, Mumbai(Bombay), Chennai(Madras) or Kolkata(Calcutta), procured for 
European East India Companies cotton textiles, indigo, saltpeter, silk and 
other commodities from the hinterland for export to other Asian countries 
and to Europe. In the era of pre-monopoly industrial capital, as a new 
international division of labour arose in the 19" century, the commodity 
composition of India’s export and import trade changed. Instead of finished 


goods like cotton textiles, Indian compradors supplied to European firms raw 
cotton, jute, foodgrains etc and sold British factory-produced goods 
especially cotton textiles on the domestic market and minted millions in lieu 
of their service. Opium was also a major commodity which was exported 
mainly to China by British(Jardine, Matheson & Co) and Indian 
merchants(J.N.Tata, G.D.Birla, Cowasji Jehangir, Harduttarai Chamaria, to 
name only a few)—a trade which was of inestimable value to the colonial 
system of exploitation. In the era of Finance Capital, especially after the 
transfer of power in 1947, when imperialist monopolies are keen on 
exporting capital, the Indian compradors are serving as the channel for the 
import of massive amounts of foreign imperialist capital—both official loan 
capital and private investment capital—which dominates every sphere of the 
country’s life, especially its industry and agriculture. Here the Indian State, 
the ruling classes and their political representative both at the centre and 
the states played a crucial role. We will come to that role as we proceed. 


From mid-19* century to World War I 


While analyzing the circumstances leading to the emergence of 
industrialization in the West, Karl Marx pointed out that it happened along 
either one of the two paths. One was when master craftsmen/artisans 
themselves became industrial capitalists; the other was when merchants 
carrying on trade independently themselves became industrial capitalists. Of 
these two paths, the first path, according to Marx, was the truly 
‘revolutionary path’. In India, as in China, on the other hand, neither small 
commodity producers nor merchants carrying on trade independently grew 
into industrial capitalists. On the contrary, it was the local Parsi and Gujarati 
banians(agent/middlemen/’guarantee broker’ to European firms), brokers 
and shroffs of Bombay and Ahmedabad closely associated with British 
capital, in short, comprador merchants who, invested in cotton and iron and 
steel industries. Some of the early Indian capitalists were had been 
bureaucrats in the service of the colonial government or of native feudal 
princes. They amassed millions by exporting opium and raw cotton to China 
as underlings to British capital, as also from contracts with the British army 
when it attacked Iran in 1857 and Ethiopia in 1868. J.N.Tata and his 
associates obtained a contract to furnish supplies required by the 
Expeditionary forces of General Napier in Abyssinia and, as R.M.Lala states, 
the share of the profits was sufficient to launch him on his career in textiles. 
Thus economic ties also fostered political and military ties. 


From the mid-19" century to the First World War, the Indian cotton mill 
industry depended entirely on British manufacturers from the preparation of 
building plans to installing and running the machines, for machinery, spare 
parts, technical know-how and even for the market. The comprador 
bourgeoisie had their mills erected, managed and supervised by British 
managers and technicians. The early mills were mostly spinning mills, which 


produced yarn not so much for the domestic market as for the foreign 
markets—Britain’s imperial markets in East Africa, Hong Kong and China. In 
fact, Indian textiles were sold abroad particularly in China under the umbrella 
of British power and influence’. The other Indian industry set up before the 
First World War was iron and steel. For this, Jamsetji Nusserwanji Tata 
depended on the feudal rulers and British support for many things. The 
entire working capital was provided by the Maharaja of Gwalior(feudal ruler 
of Gwalior). For extracting iron ores, capital goods, construction of the works 
etc, the Tatas turned towards the Americans and Julian Kennedy Sahlin and 
Co, an American firm of engineers building the factory and Wells, an 
American becoming the first general manager of the TISCO(Tata Iron and 
Steel Co) set up at Jamsedpur. 


From World War I to 1947 


In the period from the First World War to 1947, Indian industrial capitalism 
saw the expansion of the cotton and iron and steel industries and the 
investment of Indian big capital in paper, sugar, cement, jute etc and the 
emergence of new groups of the Indian big bourgeoisie—the Birlas, 
Singhanias, Goenkas, Thapars, Ruias, Walchands and others. Even though 
the Indian big capital was forced, due to World War I, to turn its attention to 
the domestic market, its comprador ties with foreign imperialist capital were 
not only kept intact, but strengthened further. In fact, the first imperialist war 
brought to the fore the need to rely on India as an ordinance base for 
protective operations in Eastern theatres of war in view of the temporary 
interruption of sea communications. In fact, when all supplies of machinery 
through sea-route from Britain were cut off, the TISCO was converted into a 
plant for production of war material so that the British could win the war. 
Besides supplying 1500 miles of rails to the colonial government for 
campaigns in Mesopotamia, Egypt, East Africa and other places, the TISCO 
for the first time produced bullet-proof armoured plates, armoured vehicles 
made of special alloy steels, special steels for armour-piercing bullets and 
shells for machine-guns, rifles and machine-gun magazines etc’®. For this 
the TISCO was given discriminating protection by the colonial government. 
The TISCO also served the interests of British capitalists in India at the 
expense of Indian interests. It sold steel to British engineering firms at low 
concession rates while the indigenous engineering concerns had to purchase 
this industrial raw-material at much higher prices*’. The Delhi Cloth 
Mills(DCM) of the Shri Ram House, another representative of the comprador 
big bourgeoisie, secured from the government large orders for the supply of 
tents for troops during the war; that fetched them a profit of millions of 
rupees”. 


The Second World War created highly favourable conditions for the select 
class to which Shri Ram belonged. The draconian Defence of India Rules 
made strikes illegal and kept wages low, while prices of goods soared. 


However, as regards profits, especially textile mills, these went beyond the 
wildest dreams of the industrialists. He was rewarded for his loyalty in 
various ways besides being awarded knighthood. Walchand Hirachand, the 
founder of another big business group, won his first fortunes as a military 
and railway contractor during World War I. His Premier Automobiles Limited 
promoted during World War Il, entered into a collaboration agreement with 
the Chrysler Corporation of the USA to build motor vehicles for the defence 
forces. Financed by Indians, it would actually be a Chrysler unit to fulfill the 
needs of the British Indian army”. One can multiply such instances. 


An important reason why the Indian big bourgeoisie felt enamoured of “the 
British connection” was that they had a large stake in the British colonies in 
south-east Asia and Africa. Indian big capital not only played the role of an 
underling to foreign capital within India but went out to exploit other British 
colonies under the umbrella of British power as a sub-exploiter. The total 
capital invested in Burma alone by 1941 amounted to Rs. 250 crore(25 
millions)**. The Nattukottai Chettiars of Tamil Nadu were usurers and traders 
whose tentacles had spread to such countries of South-East Asia as Ceylon, 
Malaya, Singapore and especially Burma. Their total assets rose to Rs.800 
million in 1930 according to one estimate and Rs.1400 million according to 
another’. Some of the Chettiar business groups were knighted by the British 
for their services to the foreign rulers. As SBD de Silva puts it, “Like the 
remora which travels long distances by attaching itself through its dorsal 
slicker to the body of a shark, Indian capital went along with Britain’s 
overseas expansion”?°?, 


It is not that only foreign capital was invested in Indian-owned industries; 
there were a lot of foreign-owned industries in which Indian capital was also 
invested. The Indian capital invested in foreign-controlled companies 
constituted investments by such feudal lords as the Maharaja(feudal king) of 
Darbhanga as also big bourgeoisie and affluent petty bourgeoisie. Big 
business houses like the Goenkas, Birlas, Bangurs, Jalans, Bajorias, Jatias etc 
started as brokers or banians(middlemen/agent for East India Company’s 
servants/guaranteed brokers) of European companies and came to have 
large financial stakes in them. Many of them served on the boards of 
directors although they did not have any control over them. 


Foreign and Indian big comprador capital were tied up in another way. The 
cement units—both Indian and British-owned—formed quasi-monopolistic 
organizations, the Indian Cement Manufacturers’ Association in 1926 and the 
Cement Marketing Company of India Ltd in 1930. Later, in 1936, a large 
number of cement companies including those under the managing agencies 
of Killick Nixon and Tata Sons, were amalgamated to form the Associated 
Cement Companies(ACC). This cement monopoly in 1941 formed a joint 
syndicate with the Dalmia Jain big Marwari business group. That was followed 
by the formation of the Indian Sugar Syndicate, on which both Indian and 


British capital was represented, before the Second World War’®. V.I.Pavilov 
observed: “India’s colonial capitalist sector developed in indissoluble unity 
with British capitalism relying on the latter’s powerful support” ”. 


Thus India became one of the most important supply bases for the British 
east of Suez. With the entry of Japan into war India not only provided men 
and material for war in West Asia, Africa and Europe, but she herself became 
a base of military operations, not only of British troops but also of American 
troops. The British depended on the Indian big bourgeoisie for procurement 
and production of certain raw-material for the successful prosecution of the 
war and the Indian big bourgeoisie, true to its comprador character, provided 
all military and political support. In fact, while the war was the worst of times 
for the people, it was the best of times for the big bourgeoisie. They minted 
millions at the cost of the blood and sweat of the people. 


After World War II was over and the transfer of power was in sight, there was 
much talk about Planning for future India. Leading representatives of the 
Indian comprador big bourgeoisie such as Sir J.R.D. Tata, G.D.Birla, Sir 
Purushottamdas Thakurdas, Sir Shri ram, Kasturbhai Lalbhai and others 
formulated their plan popularly known as the “Bombay Plan(1944)”. In fact, 
the success of the Soviet Five Year Plans adopted since the end of the 
twenties prompted the capitalist ruling classes in some countries to attempt 
economic planning to deceive the people. Did the plan declare war against 
feudalism and imperialism? Far from it. Neither the abolition of feudalism nor 
the liquidation of feudal princely states nor redistribution of land was 
proposed. There was no talk about restructuring existing property 
relationships by confiscating foreign capital. On the contrary, the plan 
provided for foreign loans of Rs. 700 crore(7000 million) to finance the 
Rs.10,000 crore plan. The plan does not demand the nationalization of the 
foreign capital which then dominated Indian trade, industry and banking. 
Professors Wadia and Merchant observed: “A national government, as our 
authors contemplate it, will be a government representing their capitalist 
interests and amenable to their wishes”?®. 


In fact, what was there in the Bombay Plan are as follows: the concept of 
massive state intervention in the economy, a mixed private and public sector 
enterprise known as the ‘mixed economy’, the emphasis on heavy industry, 
the need for foreign capital and the need for deficit financing. There seems 
little difference between the basic approach of the Bombay Plan and the 
approach of the Government Plan formulated by the Planning and 
Development Committee chaired by Sir Ardeshir Dalal after the formation of 
the Post-War Reconstruction Committee in 1943. In the “Statement of 
Industrial Policy(1945)” the Gol’s Planning and Development department 
stated that if adequate private capital was not forthcoming, basic industries 
should be nationalized. The idea was to prepare the infrastructure by state 
intervention so as to facilitate the entry of private capital—Indian big capital 


and foreign imperialist loan and private capital—in future’®. Thus the basis of 
State Capitalism or Bureaucratic Capitalism for India was laid. 


The Indian big bourgeoisie had by then reached the crossroads of history and 
relied on two pillars for its further growth—imperialist capital and State 
capitalism. State capitalism, in the words of Maurice Dobb, means “State- 
enforced monopoly—monopolistic restriction and monopolistic 
aggrandizement with the sanction and by the arm of the law”. Dobb added 
that the various species of State Capitalism have a common element which 
is “the coexistence of capitalistic ownership and operation of production with 
a system of generalized controls over economic operations exercised by the 
State, which pursues ends that are not identical with those of an individual 
firm”. Let us now pass on to the phase that begins with the “transfer of 
power” in 1947. 


India since Independence(Post 1947 onwards) 


The economic ties with imperialist capital became stronger after the transfer 
of power in 1947. In the memorandum attached to the Indian government’s 
Industrial Policy resolution of April 1948, it was stated that there should be 
full freedom for foreign capital and enterprise in Indian industry. When Prime 
Minister Nehru went to the USA in 1949 in quest of food, capital and 
technical help, he assured US capitalists that private capital would be given 
freedom to operate in India. The members of the Indian big capital such as 
G.D.Birla and Sir Homi Mody of the Tata house were no less enthusiastic in 
welcoming foreign monopoly capital. It is notable that the Engineering 
Association of India on which the tycoons were represented, placed the 
responsibility of making India “industrially great” on the shoulders of the 
British and American monopolists. That was needed for another crucial 
factor, that is, the appearance of Red China. In fact, in its written evidence 
before the Fiscal Commission(1949-50), it stated that “industrially advanced 
countries like the USA and UK should undertake the obligation of making 
India industrially great”, so that “she may act as a bulwark against the rising 
tide of Communism in this part of the globe”. It was this anti-Communist 
crusade that comprised another important feature of State-bureaucratic 
capitalism into which the Indian comprador big bourgeoisie, the Indian state 
and foreign imperialist capital were enmeshed. 


The pertinent question is: Why did the Indian comprador big bourgeoisie 
choose to play the role of an underling to foreign imperialist capital when 
India was going to be a formally independent country? In his Capital, Karl 
Marx spoke of merchant’s capital and usurer’s capital. In pre-capitalist 
countries, these forms of capital subordinate productive capital to 
themselves while, under capitalism, they function as agents of productive 
capital. In India, it was the former that was dominant. To most of the Indian 
industrial bourgeoisie which developed from merchants and moneylenders, 


industry was an adjunct to their basic activities as traders. Even expatriate 
British capital, which operated through British managing agency firms and 
dominated India’s foreign trade, industry, banking, insurance etc, was 
predominantly merchant capital. Here it was commerce that ruled industry 
rather than industry ruling commerce. 


Even when direct colonial rule came to an end, the basic weakness of India’s 
capitalist class lay in two things: one was its failure to subordinate 
merchants’ and usurers’ capital to productive capital; the other was the 
virtual absence of one of the two major departments of capitalist production 
—the production of the means of production. As Marx pointed out, the total 
social production is divided into two major departments: a) Means of 
Production(Department: 1) and b) Articles of consumption(Department: II). Of 
these two departments, the first is the more dynamic of the two. In India, the 
department for the production of the Means of Production i.e, machinery, 
does not almost exist. In fact, machine-building industry in India did hardly 
exist and hence it always looked towards foreign capital and technical know- 
how. Neither the Indian big capital nor the Indian State did try to cast off that 
dependence; rather they hugged the chains that bound them. In the modern 
world, modern technology is the monopoly of giant multinational 
corporations and this technological dependence on imperialist capital 
attended by unequal exchange leads to further surrender to their foreign 
masters. That is why the faster India tries to run on the clutches of 
purchased technology, the more backward it moves, in comparison with 
metropolitan countries. 


The ‘transfer of power’ by the British to ‘friendly and reliable hands’ in 1947 
signaled the beginning of the process of imperialist domination in a new way. 
In the name of building an independent and advanced economy, the Indian 
ruling classes have made it more dependent on the capital and technology of 
imperialist countries. In the name of development and industrialization, they 
have helped the comprador big bourgeoisie to develop quickly to serve it 
better in the new situation, strengthened the stranglehold of imperialism 
over the Indian state, country’s economy, politics and culture and have made 
no fundamental change in the feudal relations. In the name of non-alignment 
in foreign policy, they have, in fact, pursued a policy of bi-alignment with 
Anglo-American and Soviet powers. In the name of democracy and equal 
opportunities for all, they have trampled underfoot democratic rights of the 
people and tried to stifle the struggles of various nationalities for autonomy 
and self-determination. What was a colony before 1947 now became a semi- 
colony after the transfer of power. 


India thus became a formally independent country. It was in such a condition 
that State capitalism in India made its appearance. It was a situation when 
the Indian comprador big bourgeoisie—basically mercantile in orientation— 
having feudal linkages and closely tied up with state power and major 


political parties both at the central and state levels, promotes imperialist 

capital and helps in its penetration into the economic and political lifelines of 
the country at a tremendous cost to the people and nature. The introduction 
of Five-year Plans played a crucial role in developing Bureaucratic capitalism. 


There was another important development. The top political representatives 
of the Indian big bourgeoisie such as Jawaharlal Nehru, Vallavbhai Patel, the 
former, in particular, nourished big-power chauvinism and in his fevered 
imagination conceived of a multinational state stretching from West Asia to 
the Pacific region with India as its centre and hitched their wagons to the 
American star. In their wild ambition to become a superpower, they followed 
a policy of bi-alignment either tilting towards the Anglo-American powers or 
towards the Soviet power until the dismemberment of the Soviet Union when 
they turned towards US imperialism and became its clients. However, 
despite its wild ambition, India did not have the capacity to become a big 
power either in the past or at present, a reality into which we would not enter 
at present. America, on its part, whetted the appetite of the Indian ruling 
classes by giving the false impression that it had that capacity and brought 
the Indian state further under its all-round control. The ‘Community 
Development Project’, the ‘Green Revolution’, intervention by the MIT Centre 
etc formed part and parcel of the American strategy to remould Indian policy 
in its own image. 


An important aspect of Bureaucratic capitalism is the dependence on 
imperialist capital. In fact, from the very beginning, India’s plans have been 
heavily dependent on loan-capital and investment, technology and technical 
‘experts’ from foreign countries, in short, the abject surrender to foreign 
capital. Loans led to the piling up of external debts, interests multiplied and 
India took more loans to pay off old debts, thus making itself more indebted 
than ever before. Another form of loan was ‘aid’ which was responsible for 
the continuous, severe drain on India’s surplus to advanced capitalist 
countries. The International Labour Organization(ILO) stated in report of 1977 
that for every dollar given to a third-world country to continue buying from 
the West, the ‘donors’ received three dollars in return??. The amount of drain 
multiplied since then. The ‘aid’ forges not only economic dependence and 
subservience, but also political dependence. It helps in exercising a 
stranglehold on bureaucracy, government officials, leaders of political parties 
—ruling and others—and others, in short, the state machinery as a whole. 
Policies of state control were relaxed one after the other for the entry of 
foreign capital and the consequent plunder of the country’s resources. 


Meanwhile, the advanced capitalist countries, hit by recession since 1978-79, 
were anxious to export more capital goods and luxury consumption goods to 
India and other Third World countries and the withdrawal of all the existing 
restrictions on their exports by the Indian government. Interestingly, their 
interests converged with those of the Indian Bureaucratic capitalists. Like the 


foreign imperialists they were also critical of various government controls 
such as the industrial licensing system, controls over capital, import control, 
import controls etc. which now came in the way of their operations. The irony 
is that these very controls had earlier enabled the bureaucratic capitalists to 
what they became and created for their industries a monopolistic market. 
But now these same controls have become fetters for them. Thus there was 
now no need of those for them. They had a large amount of capital within the 
country and many more kept in foreign banks which they wanted to bring 
back as white money for further expansion as junior partners of trans- 
nationals based in imperialist countries. That led to a change in policy 
—‘liberalization, privatization and globalization’—the dismantling of controls 
and restrictions, both of which were essential instruments of planning. It was 
this planning that made the emergence of State capitalism possible in India 
and it was these again which the big bureaucratic capitalists sought to do 
away with when these hindered their expansion. 


The World Bank and the IMF, the watchdogs of imperialist interests, put 
forward the prescriptions for Indians. That led to the devaluation of the rupee 
that made imports dearer and exports cheaper and the repayment of foreign 
loans much heavier. Secondly, the Indian ruling classes pledged to remove 
whatever restrictions on direct investment of imperialist capital still 
remained. According to US official reports, the annual direct foreign 
investment rose from about $100 million in 1990 to $2.4 billion by 1996”. 


In fact, it is foreign capitalism that the Indian ruling classes and their political 
representatives in successive central governments have been promoting on 
Indian soil more aggressively than ever before. To them, national interests, 
national sovereignty, national dignity and their own dignity do not matter at 
all. 


Another feature of bureaucratic capitalism in India is that public sector 
enterprises, even profit-making enterprises, were sold out to foreign 
corporate capital and their Indian collaborators at throw-away prices. The 
World Bank and the IMF are keen on dismantling all measures to protect 
domestic national industry and demand an open door for imperialist capital 
and other foreign goods. (We will deal with National capitalism in a separate 
section). That also applies to Indian banks and insurance companies which 
suffer at the hands of foreign banks and insurance companies which flourish 
on Indian soil because of patronage by the Indian government. 


An important feature of Bureaucratic capitalism in India is State intervention 
to transfer surplus to the private corporate sector—both Indian and foreign. 
Privatization has taken various forms: the disinvestment of shares of public 
sector firms; the sale of public enterprises with handover of management 
control to private firms; ‘public-private-partnerships’ in the infrastructure 


sector; and the opening up of profitable sectors such as telecommunications 
hitherto closed to private firms. 


First, virtually all partial disinvestment of shares in public sector firms has 
been carried out consciously at prices which are ‘attractive’ to investors. 
Quite naturally, these sales have attracted wide criticism, including from the 
Comtroller and Auditor General(CAG) which spoke of gross irregularities even 
from the first round(1991-92). The CAG put the loss at Rs.3,442 crore on 
receipts of just Rs.3,038 crore”. In the most recent period, the newly formed 
second National Democratic Alliance(NDA) government led by Narendra Modi 
has initiated a mega sale of three major public sector undertakings—Oil and 
Natural Gas Commission(ONGC), Coal India Limited(CIL) and NHPC Ltd. which 
“amounts to a way of enriching the corporate sector at the expense of the 
exchequer”?>, 


Second, virtually every sale with transfer of management to private firms has 
handed over assets at scandalously depressed prices. Between 2000 and 
2002, the government sold and transferred nine firms to the private sector, 
including Balco, Hindustan Zinc, VSNL and IPCL. The CAG found that the 
valuation of the firms’ assets was riddled with irregularities. In several cases, 
it found that substantial “surplus land” was sold along with the company 
thereby suggesting that real estate gains were the key motive to some of the 
deals(e.g., Hindustan Lever’s takeover of Modern Foods). In some cases, 
major assets(mines in the case of Hindustan Zinc) were arbitrarily excluded 
from the valuation”. 


Third, the Eleventh Five Year Plan envisages Rs.20 lakh crore(Rs.20 trillion, or 
$500 billion@Rs.40/$) investment in physical infrastructure(electricity, 
railways, roads, ports, airports, irrigation, urban and rural water supply and 
sanitation) during the period 2007-12). India’s savings rate surged by 11.3 
percentage points between 2001-02 and 2006-07), and is projected further in 
2007-08(to reach 35.6 per cent). Given this abundance/projected abundance, 
no problem is expected for the public sector to find finance for the projected 
growth in infrastructure. The Government, however, constituted a committee 
headed by a private bank chairman to produce a list of reasons why the 
public sector could not carry out the necessary investments and argue that 
“oublic-private-partnerships” (PPPs) were required. With such alibis, the 
central government has decided to promote PPPs to fill the alleged gap in 
infrastructure financing. Hence foreign direct investment up to 100 per cent 
is invited. Contracts have been awarded and projects are under way for 221 
PPPs with an estimated cost of Rs. 129,575 crore($32 billion). Moreover, 
infrastructure PPPs would enjoy generous tax concessions”. 


Fourth, the retreat of the state from the sectors of healthcare and education 
led to tacit privatization. The worsening state of nutrition is due not only to 
the deterioration in agricultural production, but also to the government’s 


tacit policy of privatization of health, education and transport; for this has 
forced the poor to spend more on these services, leaving less for food. 


It is interesting to point out that bureaucratic capitalism in the neo-liberal 
phase condemns subsidies such as those on food and fertilizer, and the 
Supposed subsidy on petroleum. However, it provides an array of subsidies to 
the private corporate sector. First, there are large transfers disguised in form 
of sums owed to the State by the corporate sector which the State makes no 
serious attempt to collect. Large borrowers with 11,000 individual accounts 
accounted for as much as Rs.40,000 crore of total bad debt of banks by 
2001-02. Among public sector banks too high value defaults involving 1,741 
accounts of over Rs.5 crore amounted to Rs.22,866 crore. The second major 
subsidy is tax concessions. Here the total of tax revenue foregone on 
corporation tax, excise duty and customs duty was estimated at a massive 
amount—Rs.236,483 crore”, 


Another important feature of Bureaucratic capitalism is the forging of 
political, military and strategic tie-ups with imperialist countries. During the 
India-China border war of 1962, the Indian government “sought full defensive 
intervention” by America, as Galbraith noted in his diary”. The period of the 
late 1960s and the early 1970s characterized by the Naxalite Communist 
revolutionary movement led to exchange of views to combat it among India, 
USA and UK. 


From the late 1980s, the USA had been trying desperately to seek its long- 
cherished dream of world domination, what it calls its ‘manifest destiny’. Two 
developments had whetted its appetite. First, the socialist China led by Mao 
Tse-tung, which was a source of inspiration for the freedom-loving people 
everywhere, had degenerated into a capitalist state. Second, the USSR, or 
what is known as Soviet social imperialism broke down due to its internal 
contradictions. The USA now dreamt of becoming the only super-power so 
that “no super-power emerged in Western Europe, Asia or areas of former 
Soviet Union” and the US joint chiefs of staff highlighted the need to 
maintain a “headquarters element” in South-West Asia?®. The Indian 
bureaucratic capitalists and the central governments that serve their 
interests were only too willing to carry out US plans of building close 
integration between Indian and American military establishments. What 
were the features of this military/strategic collaboration? These are: the 
upgrading of Indian military equipment with US help; the strengthening of 
army-to-army and navy-to-navy ‘co-operation’ by holding joint seminars, 
joint exercises etc; combined training exercises; the military officers’ 
exchange programme; the setting up of steering committees to work out 
various relevant proposals are some of the features of military and strategic 
ties between the two countries. An FBI office was set up in New Delhi many 
years ago and jungle warfare training school set up in Mizoram in north- 
eastern India where American and Indian soldiers undergo joint jungle 


warfare training. The Indian government is taking logistical support from the 
USA and Israel(Such as unmanned airplanes/USVs) to deal with the Indian 
Maoists. 


The Vision Statement that set the seal for long-term strategic dependence on 
US imperialism was drawn up by imperialist agencies like Mckinsey & Co and 
which was signed during the visit by US President Clinton in March 2000. This 
took a major leap after the September 11, 2001 attack on the twin towers 
and the Pentagon and the consequent US crusade against so-called 
terrorism, of which the Indian ruling classes became a major appendage. It 
prepared the ground of a US-India-Israel military axis. 


In the first decade of the 21% century, the Manmohan-Chidambaram combine 
started what has been described as the “Operation Green-hunt”. During his 
tenure as the central finance minister, P Chidambaram(he was also 
connected with the Vedanta group as also legal advisor to Enron), signed 
MoUs with a large number of foreign MNCs and domestic big compradors 
such as Vedanta, Starline, Jindal, POSCO, Tata, Ambani etc to extract bauxite, 
iron ores and other precious mineral resources by cutting down forest 
reserves, displacing hundreds and thousands of Adivasis from their land and 
habitats. When the masses resisted against displacement and plunder of 
natural resources along with the Maoists and other forces—both with arms 
and without arms—the resisting masses were subjected to all forms of 
brutality perpetrated by the security forces and many other state/state- 
sponsored repressive agencies raised for the purpose. This “Operation 
Green-hunt” enters its third phase at present when the new NDA government 
has declared its intention to directly engage the Indian army and the air-force 
to deal with the Maoist insurgency. 


A few observations on Bureaucratic Capitalism 


The close relationship between private monopoly companies and the state 
leads to the emergence of State monopoly capitalism. This results in high 
concentration of production as well as high degree of production and 
employment of labour. This ensures the strengthening of the monopoly grip 
on the state machinery and big capital makes the State subservient to it. The 
whole state machinery serves the interests of the ruling classes and is 
dictated by them. An essential element of the state machinery is the 
bureaucracy. Marx deduced the notion of bureaucracy from the bureaucratic 
relationship existing between the power-holding institutions and the social 
groups subordinated to them. He calls this an essential social relation which 
dominates the decision makers themselves. This State monopoly capitalism 
has thus been identified with Bureaucratic capitalism. 


This State capitalism strengthens private monopoly capital by assisting in the 
expansion of production as also development of modern industry and 


science. The huge economic wealth under the State directly or indirectly 
comes in handy for the further growth of private big comprador capitalists. 
The State acts positively in providing raw-material to them, hands over 
sources of raw-material through(natural resources such as bauxite, iron ores, 
coal etc) the signing of MoUs with domestic corporate and foreign imperialist 
capital, place orders to big capital, provides cheap electricity, mineral 
resources etc to the corporate houses—native and foreign. As the State 
adopts a policy of militarization by whipping up war hysteria at regular 
intervals with neighbouring countries like Pakistan and China, the demand for 
defence goods gets a fillip and that is being met by big capital. In the name 
of combating the Maoist insurgency, the Indian state is procuring war 
materials from Israel, America in increasing quality. That fattens the belly of 
native and foreign imperialist capital. 


State monopoly capitalism is further strengthened by the control over 
industry, transport, banks, by the selling out of shares in the private-public 
partnership. Privatization or disinvestment of public sector units at throw- 
away prices fattens the purse of imperialist capital and domestic big capital. 
Rules are relaxed, even changed in Parliament and State legislative 
assemblies in the interest of Bureaucratic capital. 


An important question is: Who are the beneficiaries of the surplus extracted 
by Bureaucratic capitalism? It is mainly the domestic big capital and 
imperialist capital that grabs such profits, directly through the backing 
provided by the bureaucratic state to their industries, stock market-based 
incomes, disinvestment of public sector units devaluation of the rupee, 
changing laws to permit TNCs to operate with total control, handing over 
large tracts of land for the creation of SEZs(Special Economic Zones) etc. 
The new trend of private-public-partnership(PPP) explicitly shows that the 
major portion of surplus goes to the domestic big capital and imperialist 
capital and the state bureaucracy. Side by side, as no state can sustain itself 
without eliciting the support of the people, a small portion of the surplus is 
also distributed in various ways among the lower layers of society and is also 
set aside for the furtherance of various works of public utility. 


In India, State capitalism or Bureaucratic capitalism showed signs of its 
emergence in the last years of colonial rule. Like the emergence of industrial 
capitalism, it did not have any independent growth; on the contrary, its basis 
of its emergence was laid by the British colonial masters themselves. Thus 
from the very beginning, it was dependent in character. There was nothing 
unusual in it. Had India adopted the path of the New Democratic Revolution 
the essence of which was an agrarian revolution as taken up by China under 
Mao, her history would have proceeded along a different course. The State 
capitalism that would have emerged would have been under the control of 
the New Democratic India that had emerged in course of fighting against and 
defeating feudalism and British imperialism. Later on, it would have 


undergone the phase of socialist transformation as China did. Let us now 
pass on to a brief account of National capitalism in India. 


National Capitalism in India 


One can have two sections of the bourgeoisie--comprador bourgeoisie and 
national bourgeoisie—in a colony or semi-colony. In a truly independent 
country which is neither colonized by nor dependent on imperialist countries, 
one can have only one section of the bourgeoisie--the national bourgeoisie. 
In a colony or a semi-colony, the nature of national capitalism is determined 
by the concrete condition that prevails in the country. Speaking of China 
before 1949, Mao Tse-tung said that the national bourgeoisie was “oppressed 
by imperialism and fettered by feudalism”. This was also true of India’s 
national bourgeoisie and is true even today. Because of the prevalence of 
feudal land relations in the vast countryside of India, the Indian market was 
narrow. Side by side, because of the because of the stranglehold over Indian 
economy—domestic and foreign trade, industry, finance etc—by imperialist 
capital and its compradors—and the inimical policies of the colonial state, 
national capitalism could hardly grow and survive. In fact, National 
capitalism had antagonistic contradictions not only with the imperialist 
bourgeoisie but also with the compradors. 


Colonial Period: 


The comprador bourgeoisie which was one of the main pillars of colonial rule, 
was divided into three groups. The first combined banking and trading 
activities; the second acted as brokers, banias(member of a trading caste) or 
contractors to the British raj and supplied provisions to the British Indian 
army at home and abroad; the third were gamblers, speculators and brokers 
of British firms. 


The national bourgeoisie on the other hand moved in totally different 
directions. It is possible to draw clear lines of demarcation”? between the 
comprador/big bourgeoisie and one part of the middle, and the 
national/small and the other part of the middle bourgeoisie of India. Very 
briefly, we propose to refer to their features under eight broad heads: Social 
origin; Ways of Primary accumulation; Knowledge of production 
process/original research; Selection of Sites and Building Plans; 
Management/Experts/Directors,; Machinery; Market; Political Attitude. 


1. Social Origin: Unlike the compradors who originated from traders, 
bankers, middlemen, brokers, speculators and gamblers, the national 
capitalists emerged from educated middle-class(professor, chemist, 
physician, engineer), landlord and artisans. 

2. Ways of Primary accumulation: Unlike the comprador big bourgeoisie 
who accumulated money as traders, usurers, gamblers, brokers, 


contractors, speculators, the national capitalists depended on small 
savings from middle-class professions, land, donations and even their 
own skill and confidence in themselves. 

3. Knowledge of the Process of Production/Original Research: Unlike the 
big bourgeoisie which did neither have a thorough knowledge or any 
knowledge whatsoever of the process of production, the National 
capitalists gained in such knowledge through experience as chemists, 
medical personnel, knowledge about engineering and direct 
participation in the process of production. 

4. Selection of Sites for factories and Building plans: Unlike the 
compradors which depended on foreign experts for the selection of 
sites for their factories as also for making plans for buildings, the 
national section relied on themselves for all these. 

5. Management/Experts/Directors: Unlike the big bourgeoisie which 
depended to a very large extent on foreigners, the small and middle 
bourgeoisie depended on themselves. 

6. Machinery: Unlike the compradors which depended entirely on 
foreigners for machinery, Spare parts, capital goods etc, the national 
bourgeoisie, despite dependence on foreign machinery in many 
sectors, also manufactured machines both for the use in their own 
factories as also for the market. 

7. Market: Unlike the big bourgeoisie which depended on the imperialists 
even for the market, particularly overseas market, the small and 
medium entrepreneurs sold their products through deshi(indigenous) 
shops of different sizes which sprang up in large numbers during the 
colonial days. 

8. Political Attitude: While the compradors were politically and 
strategically tied up with the colonial rulers in many different ways, the 
national section had a clear anti-British orientation. Many of the 
founder-proprietors of swadeshi companies(indigenous and anti-British) 
took part in the anti-colonial revolutionary movements and members of 
secret societies and were imprisoned for their political activism. 


Post-colonial Period(since 1947): 


In the period after colonial rule, the policies of the Indian ruling classes were 
overwhelmingly in favour of imperialist capital and the big bourgeoisie. Even 
though this section could develop in some sectors in the initial period e.g in 
textiles, engineering works, cycles etc, change in government policy and the 
opening up of the country’s economy by the gradual withdrawal of 
restrictions, besides other factors, worsened the situation. From the 1990s 
onwards particularly as a result of the introduction of the LPG(liberalization, 
Privatization, Globalization) programme, small and medium-sized factories 
faced closure and their number in West Bengal alone ran into thousands 
which left millions of workers jobless. A massive number of small and 
cottage-sized units in the unorganized sectors throughout the country have 


died out of existence due to lack of state support, paucity of funds, crippling 
competition from the big companies etc. The setting up of shopping malls in 
urban centres by the corporate houses—domestic and foreign has been 
playing havoc to the small businessmen, hawkers and daily earners. That, 
however, requires a detailed study and analysis into which we will not enter 
at present. 


Thanks again to the organizers and all those who are present here and have 
listened with patience to my lengthy presentation. 
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